Abstract
Introduction
A sharp rise in the number of women in the paid workforce in the last decade has been paralleled by an increase in the number of self-employed women and women business owners.
There is a substantial body of research available on the subject of women workers and managers (Anderson and Anderson 1988; Chusmir 1982; Henning and Jardim 1979; Buono and Kamm 1983) . Studies of the situation of female proprietors, however, are more limited and primarily descriptive (Goffee and Scase 1982 , 1983 Humphries and McClung 1981) . These studies, and others (Hisrich and Brush 1986; Hertz 1986; Devine and Clutterbuck 1985) , conclude that women business owners face discrimination when seeking business finance-the "evidence" being primarily anecdotal comment from female respondents.
Research from the United States and United Kingdom will be initially reviewed and the concepts of "disadvantage" and "discrimination" addressed. A research methodology to test for evidence of discrimination will then be developed. In conclusion, the result of an experiment involving loan officers in major trading banks will be reported and the implications examined.
Small Business and Loan Finance
A review of the literature relating to women business owners reveals a common theme; formation and operational problems encountered by female proprietors are considered by researchers to be primarily gender-related. One of the major problems that these studies highlight is the business woman's perception that banks discriminate against her and that this creates difficulty in her ability to gain external business finance.
Of the articles reviewed, there appeared to be a general consensus that women provide up to 60% of business start-up capital themselves (Vesper 1982; President's Task Force 1978) . But the view that women are required to provide more of this capital from personal sources (Donkels and Meijer 1986; Hajba 1986) than their male counterparts is not borne out by extensive quantitative research in this area. A large proportion of small businesses utilise their own financial resources but the most common source of external capital is banks. (Hutchinson 1978; Johns et al. 1975; Dwyer et al. 1985; Meredith 1983 ).
Disadvantage and Discrimination

I
t is necessary to distinguish between "discrimination" as a legitimate judgement when weighing advantages and disadvantages of an applicant in a loan situation, and "discrimination" as a result of gender prejudice.
If two persons apply for a loan, one having greater prior experience and financial resources to secure the loan than the other, the latter individual is said disadvantaged relative to the former. The loan officer, presented with loan applications in this situation, may grant capital to the individual with experience and security and not to the inexperienced person, i.e. the loan officer would discriminate between applicants on the basis of the advantages possessed by the Vol.16, No.1 Fay & Williams: SEX OF APPLICANT AND FINANCE first applicant over the second.
Thus, financial and experiential advantage and disadvantage are the criteria for discrimination from the lender's point of view.
But most researchers agree that women experience greater difficulties in acquiring the skills and knowledge necessary to conform to these criteria. This is apparent in the socialisation, education and work experience of many women, particularly in the typically low-wage work-force pattern which hinders their ability to accumulate sufficient assets to meet lending criteria (Hisrich and Brush 1986; Bowen and Hisrich 1986; Devine and Clutterbuck 1985; Goffee et al. 1982) .
For the purpose of this study, these conditional disadvantages are to be distinguished from gender discrimination as such at the point of loan application.
It is therefore necessary to construct a test which distinguishes between a general perception of women as disadvantaged prior to the application, and perceptions at the point of application which may conflict with appropriate criteria for discrimination.
Sensitive Issues and Normative Responses
T o practise sexual discrimination is socially unacceptable, counter to the espoused policy of financial institutions, and is illegal. An experiment which asked respondents to consider their own level of gender discrimination would be invalid. The methodological problem, therefore, was to design a procedure which was sensitive enough to allow any discriminatory tendencies to emerge, whilst being subtle enough to disguise its main purpose and avoid socially normative responses.
Experimental Design
A loan application scenario, the details of which are discussed later in this paper, was developed and mailed to loan officers of major trading bank branches. Half contained a photograph of a female applicant and half a photograph of a male applicant. The "female" and "male" applications were identical in all other respects.
Each loan officer received only one scenario and a brief questionnaire. These respondents were told that the purpose of the study was to investigate factors affecting the granting of business finance to small business. They were asked to treat the loan application scenario as they would a normal loan request, to indicate whether or not a loan would be granted and the reasons for their decision.
The Sample
A systematic random sample of 200 branches of the four major trading banks operating in New Zealand was drawn from telephone directory Yellow Pages. The banks included were: BNZ, ANZ, Westpac and National. To avoid the inclusion of very small branches where exposure to loan requests of the type involved in this research might be limited, the sampling frame was restricted to towns and cities with a population of not less than 15,000. 
New or Existing Business
1. The use of an existing business allowed the incorporation of realistic financial statements and projected financial position of the intended enterprise. This also reduced the amount of extraneous judgement and/or information required of both experimenters and subjects.
2. Female business owners tend to be concentrated in service industries (Hisrich and Brush 1986; Vesper 1982; Scase 1982 1986; Humphries and McClung 1981) . Since a loan application from a woman to buy a manufacturing business would be an unusual experience for many loan officers, a decision was made to use a service organisation.
3. To produce a situation where loan officers could feel confident in their judgement, it was decided that a low technology option, where parameters for commercial success or failure are known, was appropriate. A family restaurant was selected to fit these criteria.
4. After consultation with the panel, a profit and loss statement and business plan was constructed. Present and (projected) turnover and net profit were set at $NZ312,000 ($NZ320,000) and 27% (22%), respectively.
5. Discussions with loan managers and earlier studies (Sondeno 1985; Hisrich and O'Brien 1982) suggested that the applicant's contribution to the total cost of the venture should be no less than approximately sixty per cent of the total cost. This level of owner equity acts to directly reduce risk to the lender and ensures that the borrower has a strong personal financial commitment to the success of the venture. In hypothetical situations, however, experimental subjects are likely to provide a more favourable response than is the case when "real money" changes hands (Blair et al. 1975; Webb et al. 1966; Stem and Steinhorst 1979) . Williams (1987) , using a similar methodology to that developed for this experiment, confirmed this positive response tendency. Applicant equity for this experiment was therefore reduced to 40% of the total cost of the venture.
6. Numerous studies have suggested that loan officers regard work experience in an industry similar to that being entered as an important risk reducing factor. The applicant was provided with a total of ten years experience at staff and managerial level in the hospitality and restaurant industry.
7. The applicant's age was set at 32 years. Education to high school graduation is appropriate for the New Zealand situation as tertiary educational participation is lower than in the United States and Europe. The potentially confounding problem of loan officers' different perceptions of the rôle of husbands/fathers and wives/mothers, and consequent time availability for business ownership, was avoided by eliminating any spouse or children in the applicant's history.
8. Validity required the experimental subjects, loan officers, to be aware of the gender of the loan applicant without becoming sensitised to its importance as the sole independent variable. An exploratory study indicated that a male/female name buried amongst the mass of data in the loan scenario was insufficient to produce gender awareness. After further exploratory work, full-face female/male 40mm by 60mm photographs were incorporated in the scenario.
Half (one hundred) the scenarios incorporated a male photograph and half (one hundred) a female photograph.
For similar reasons of sensitisation and validity, it was decided to depart from normal practice and not to seek to obtain any demographic data on the loan officer.
Results
L oan officers were less likely to recommend a loan for the female applicant than they were for the male applicants. More reasons for declining the loan for the female applicant were given, these centering on the inadequacy of available equity/security. This result is consistent with the beliefs of many female business owners (Hisrich and Brush 1986; Hertz 1985; Devine and Clutterbuck 1985; Goffee and Scase 1983) and inconsistent with the espoused policies of financial institutions (President's Taskforce 1978) .
It was earlier argued that research into areas that are sensitive is difficult and liable to yield results that conform with social, organisational and legal norms. Considerable effort was therefore taken to minimise socially acceptable responses. The results indicate, to some extent at least, that this was achieved and provides indications that gender discrimination may occur in loan situations. 
Conclusion
T he article attempts to investigate, in a systematic way, allegations of discrimination by banks against women entrepreneurs reported in the survey literature. The most widely based study, The President's Interagency Taskforce (1978), concluded that:
there was no evidence of discrimination but that, nevertheless, subtle discrimination might occur.
Similarly, Hisrich and Brush (1986) concluded that while discrimination was sometimes mentioned by women as the reason for their loan denial, it was difficult to prove that this was the case. Vol.16, No.1 Fay & Williams: SEX OF APPLICANT AND FINANCE This experiment, limited to one business scenario, one personal history and to photographic representations of applicants, has demonstrated that some loan officers make different decisions when the only differentiating factor between applicants is their sex. They were less inclined to provide funds for the female applicant, justifying this in terms of insufficient equity or security although the resources and experience of male and female applicants were identical. Whilst one limited experiment cannot be considered "evidence" of discrimination, subtle or otherwise, the result is congruent with the feminist view of sex-rôle stereotyping and a "male" business culture. Different, and tougher, criteria are used to evaluate the performance and potential of a woman as opposed to a man . . . she has to be better to be equal. A replication and extension of this experiment in a larger economic environment offers the possibility of quantifying the level of discounting of resources and experience that women suffer.
There maybe a need for education of loan officers to sensitise them to the possibility of allowing sex-rôle stereotyped views of women to influence their financial judgement.
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